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African Metals Corporation

515 - 475 Howe Street, Vancouver, BC, V6C 283 Tek 604-684-4100 Fax: 604-684-5854
Website: www.africanmetals.com  E-mail: info@africanmetals.com

Annual Report to Shareholders for the Year Ended May 31, 2007
(BC Form 51-102F1, Schedule C: Management Discussion and Analysis)

Dear Shareholders:

Introduction

During Fiscal Year 2007, which ended on May 31,
2007, African Metals took major steps in enhancing
the Company's assets by acquiring a copper-cobalt
project in the Democratic Republic of the Congo
(DRC) and the Lokoro oil and gas project, also in
the DRC. The Company conducted programs on
the DRC projects and on its diamond and gold
projects in Mali, West Africa.

During the year the Company raised $1,000,000
through a private placement and $38,650 from the
exercise of warrants and options.

Katanga Co, Cobalt !

In December, 2006 African Metals optioned an 80%
interest in 8 properties covering 682 square
kilometers within the prolific Katanga Copper belt
in the southeastern part of the DRC. Under the
terms of the agreement, the Company must pay
US$1,000,000 over a period of 2 years, and has
been issued 300,000 shares of its capital stock at a
price of $0.74. If an economic, viable resource is
defined within the Properties, African Metals must
pay an additional US$125,000 to the vendor.

The Katanga copper belt contains numerous high
grade copper, cobalt and zinc deposits. Together
with the adjoining Zambian copper belt, this forms
one of the greatest metallogenic provinces of the
world, much of which remains unexplored. The
Etoile Mine lies 20 km west of the Properties, The
Etoile Mine has resources totalling 11.4 million
tonnes of 5.97% copper and 0.95% cobalt. The
Properties are underlain in part by the Roan
supergroup, which contains more than 230 base
metal occurrences within the copper belt. Three
copper and one gold occurrence are known to exist
on the Properties. Subsequent to the end of the
fiscal year, The Company completed a soil
sampling program during which 5,000 soil samples
were collected and will be assayed.

The Lokoro Project
In December, 2006 African Metals signed an option

agreement with a private DRC company giving it
the right to a 75% interest in any benefits accrued
from a Protocol Agreement signed with the DRC.
The Protoco! Agreement gives the Company the
right to assess the potential of the 200,000 square
kilometer Lokoro basin for the possibility of an ail
and gas discovery. Under the terms of the
agreement with the private DRC company, African
Metals must research all the available data, conduct
a field survey to assess the geology and take
samples for analysis. After all has been completed
and a report has been written, the Company will
choose the most potentially prospective 20,000
square kilometre area for a lease within the Lokoro
basin for the discovery of oil and gas.

To acquire this opportunity, the Company must pay
the private DRC company US$3,000 per month and
has reimbursed /a third party for US$201,000 in
expenses through the issuance of 397,026 shares of
the Company’s stock at a price of $0.59 per share,
Once the lease has been granted to the Company,
1,200,000 shares will be issued to a company of
third parties subject to a review by the TSX Venture
Exchange.

The area in question is underlain with sandstones of
Jurassic, Cretaceous and Permo-Carboniferous age
with good porosities of up to 30% while the
Ordowvician sandstones have porosities ranging from
B to 19%. These present multiple opportunities for
traps associated with structures in tited blocks, fault
and anticlinal traps and stratigraphic traps related to
facies variations. Multiple zones are present which
contain total organic carbon (TOC) ranging from
2% to 13%. Oil seeps occur.

The field study has been completed, and samples
will be sent for analysis. A report will be presented
to the DRC in preparation of the negotiation of a
lease.
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The Diamond Concessions

African Metals currently holds a 95% interest in the
Medinandi Sud diamond concession; and a 100%
interest in its 3 other diamond concessions covering
7,281 square kilometers in western Mali, West Africa
In the Kenieba Nord concession, a total of 7 diamonds
between 34 and 232 carats have previously been found
in alluvium or stream deposited material.

During the spring of this year, 15 airborne magnetic
anomalies in 2 of the Company’s concessions were
located and sampled for possible diamond indicator
mineral content. In addition, samples were taken from
a prominent bed of conglomerate in the attempt to
discover the source of diamonds in the area. The
samples will be analyzed this autumn.

Comifa Gold Concession

The Comifa gold concession in western Mali was soil
sampled in the spring. Results are being processed
and should be available soon.

Future ants

The next steps on the copper-cobalt properties will be
to continue the current program and to drill significant
targets. On the Lokoro project, once a lease has been
negotiated African Metals will explore the area in
preparation for drilling. African Metals is looking for
a joint venture partner for its diamond properties.

The Exploration Team

Planning for and supervision of the copper, gold and

diamond projects is carried out by Mamadou Keita,
M.Sc. Geo., Willis W. Osbome M.Sc.. Geo., and Carl
G. Verley, P. Geo. Mr. Carl G.Verley, P. Geo. 15 the
Independent Qualified Person under National
Instrument 43-101. Mr. Feroz Sultan is the Qualified
Person for the oil and gas project in the DRC,

Overview of Performance . - .. . "

During fiscal 2007, the Company’s -tntal assets
increased by $1,225278 to $2,419,314 mainly as a
result of $503,299 in acquisition costs of mineral

properties and $43 1,690 in costs related to the Lokoro
project. Also, the cash balance increased by $206,161
during the year because of the issuance of share
capital for $1,038,650 in cash.

The Company's working capital improved by
$277.378 to $281,007 because of the residual from the
issuance of share capital for cash and because of the
decrease in trade payables at May 31, 2007. Accounts
payable prior to year-end included a $69.464 trade
payable to a mineral services company. No such
payable exists as at May 31 of the current year.
During fiscal 2007, the Company's deficit increased
by $622,317 t0 $10,579,273.

During the year end audit, it was determined that an
incorrect value was used in the valuation of the shares
issued to reimburse a third party for expenses incurred
on the Lokoro Project. The consideration was
originally recorded at the market value of the shares
on the date of issuance which was CDN$0.74 per
share, however, it has been determined that the correct
value should have been the value of the expenses to be
reimbursed which was US$201,000 (CDN$234,245).
As a result, a year-end adjustment has been posted to
reduce Deferred costs — Lokoro Project and Share
capital by $59,554,

Results of Operations

The Company’s activities consist of the exploration of
mineral properties in Mali and the DRC, exploratory
work on an oil and gas lease in the DRC and the
operation of administrative offices in Canada and
Mali.

The net loss for fiscal 2007 was $622,317 or $0.03 per
share as compared to $245,709 or $0.02 per share in
fiscal 2006. The main reason for the increase in net
loss is the $301,596 increase in stock-based
compensation cost. If you were to ignore the stock-
based compensation expense for both years, total
expenses would have increased by only $24,358 from
the prior year and the net loss for the currem year
would be $216,581.
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Results of Operations {continu

The main reasons for the increase in non-stock-based
compensation expenditures is $12,000 in management
fees being paid to a corporation controlled by the
Family Trust of the President of the Company, $6,065
in stock exchange filing fees related to the shares
issued on the Lokoro Project and the Kalende
Properties, and a $5,015 increase in accounting and
audit fees.

During fiscal 2007, capitalized exploration costs
related to mineral properties increased by $76,096,
acquisition costs related to mineral properties
increased by $503,299, and $431,690 was incurred on
exploratory work on the oil and gas lease in the DRC.

During fiscal 2007, the Company completed a private
placement financing of 2,500,000 units at a price of
$0.40 per unit for a total consideration of $1,0600,000.
Each unit consisted of one common share and one
transferable share purchase warrant. Each share
purchase warrant is exercisable to acquire one
additional common share at a price of $0.50 per share
on or before Qctober 5, 2008. In addition, the
Company issued 397,026 shares at a deemed price of
$0.59 per share, pursuant to the Agreement detailed in
Note 5 of the financial statements, for a total
consideration of $234,245, and the Company also
issued 300,000 shares at a deemed price of $0.74 per
share pursuant to an Option Agreement for an 80%
interest in the Kalende properties located in the
Democratic Republic of the Congo for a total
consideration of $222,000 (Note 6g). Finally, the
Company issued 149,000 shares for the exercise of
stock options as follows: 5,000 shares at a price of
$0.20 per share for consideration of $1,000; 61,500
shares at a price of $0.25 per share for consideration
of $15,375; and 82,500 shares at a price of $0.27 per
share for consideration of $22,275.

The Company will need to raise additional capital to
continue its exploration projects. While the Company
has been successful in accessing the equity market in
the past, there is no guarantee that this will continue to
be available. Management believes it will be able to
obtain necessary financing to complete the
development and exploration of its projects.

Summary of Quarterly Results

Selected financial information for the last twelve
quarters, starting with the Fourth Quarter, 2007, is as
follows:

Quarter Revenue | Net (loss) | Net (loss) per share
20074°Q |S 88 ! 135263 $ 0007
20073°Q |§ 0[S 55752 $ 0.003
200727Q |[$ 80 |[§ 50573 $ 0003
20071"Q [$ 4,570 [ $380.729 $ 0.023
2006 4°Q | $55.277 |5 47.693 $ 0003
200637Q |[$ 13 ]S 47417 $ 0.003
200627Q |S 69 [ $102.918 $ 0.006
0061°Q S 33 |S 47.681 $ 0.003
20054°Q |$5 39 |$ 53973 $ 0.004
20083°Q [$ 26 | $ 42898 $ 0.0m
20052%Q |$ 43 | S 36.480 $ 0.003
20050°Q |8 7 |S 37327 $ 0.003
Summoary of Annual Results

Fiscal Year 2007 2006 2005
Total Revenues | $ 4738 [§ 55392 [§ 115
Total Loss $ 622317 [$ 245709 [$ 170578

Loss Per Share | § 003 |§$ 002 | $ 0o.m

Total Assets $2.419314 | $1.194036 | $ 611456

Disclosure Controls and Procedures

Disclosure controls and procedures are designed to
provide reasonable assurance that all relevant
information is gathered and reported to senior
management, which includes the Company’s Chief
Executive Officer and Chief Financial Officer, on a
timely basis so that appropriate decisions can be made
regarding public disclosure.
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Disclosure Controls and Procedures (continue

As of May 31, 2007 the Chief Executive Officer and
Chief Financial Officer evaluated the effectiveness of
the Company’s disclosure controls and procedures as
defined in Muliilateral Instrumem  52-109,
Certification of Disclosure in Issuers' Annual and
Interim  Filings, of the Canadian Securities
Administrators and concluded that such controls will
provide a reasonable level of assurance and are
effective, but do not expect that the controls will
prevent all emmors and fraud. These controls provide
reasonable assurance, but not absolute assurance that
the objectives of the control system are met,

Internal Control over Financial Reporting
Senior management, including the Company’s Chief

Executive Officer and Chief Financial Qfficer, are
responsible for establishing and maintaining the
Company's intemal controls over financial reporting
in accordance with Multilateral Instrument 52-109.
These internal controls over financial reporting have
been established as at May 31, 2007. There have
been no changes in these controls during fiscal year
2007 which have materially affected, or are
reasonably likely to materially affect, the Company’s
internal controls over financial reporting.

Management has concluded that there is a material
weakness in the design of intermal controls over
financial reporting with respect to the fact that due to
the limited number of staff of the Company, it is not
possible to achieve a segregation of duties. It is
management’s intention to further refine the internal
controls and processes to remediate this matenal
weakness.

Related Party Transactions
The Company paid management fees totalling

$25,600 (2006 - $23,750) to a company wholly
owned by Willis W. Osbome, Director and $12,000
(2006 - $Nil) to a corporation controlled by the
Family Trust of Klaus Eckhof, President and
Director. Geological fees totalling $11,755 (2006 -

- I

$20,450) were paid to Mamadou Keita, Director and
accounting fees totalling $3,037 (2006 - $3,130) and
consulting fees totalling $10,384 (2006 - $10,357)
were paid to the Secretary of the Company.

Fourth Quarter

The net loss for the fourth quarter of fiscal 2007 was
$135,263 or $0.007 per share compared to $47,693 or
$0.003 per share in the prior year. The main reason
for the difference is in the fourth quarter of fiscal
2006 there was a gain on disposal of marketable
securities of $55,233. There was no disposal of
marketable securities in the fourth quarter of fiscal
2007. Also, in the fourth quarter of fiscal 2007,
$12,000 in management fees was paid to the Family
Trust of the President of the Company. There was no
such expenditure in the prior year. Finally, there was
$7,057 more in office expenses incurred in the fourth
quarter of fiscal 2007 compared to the fourth quarter
of fiscal 2006. However, the total for office expenses
for the current year is comparable with the prior year.

Investor Relations

During the year, African Metals shared a booth in an
investor conference in Munich, Germany to generate
European interest in the Company. The Company
also participated in the Vancouver Investment
Conference in January and the Prospectors
Developers Conference in Toronto, in March.

George W. Butterworth is the Company’s investor
relations representative. Mr. Butterworth liaises with
the investment community and communicates with
investors and shareholders about the Company’s
projects and progress. Additional information can be
viewed online at www.africanmetals.com.

DATED: September 28, 2007

ON BEHALF OF THE BOARD OF DIRECTORS
OF AFRICAN METALS CORPORATION

“Willis W._Osborne”
Willis W. Osbome
CEO & Director

[
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| African Metals Cbr'pdr'a’rion

j Corporate Information
{As at September 28, 2007)

CORPORATE & RECORDS OFFICE
Suite 515, 475 Howe Strect, Vancouver, British Columbia, Canada V6C 2B3

Telephone: (604) 6844100 Fax: (604) 684-5854
Website:  www africanmetalscom  Email Address: info@africanmetals com
OFFICERS & DIRECTORS

Mr. Klaus Eckhof, President & Director
Mr. Willis W. Osbome, CEQ, CFQ & Director
Mr. Michae! F. Bolton, Director
| Mr. Mahamadou Keita, Director
Ms. Jennifer Nestoruk, Corporate Secretary

INVESTOR RELATIONS

Mr. George W. Butterworth

STOCK EXCHANGE LISTING

TSX Venture Exchange (TSX-V)
Trading Symbol “AFR”

SHARE CAPITAL

Authorized: Unlimited
Issued: 19,715,153
Options; 1,485,000
Warrants 2,500,000
Fully Diluted 23,700,153
12g3-2(b) Exemption #82-1856
Standard & Poor's Listed

TRANSFER AGENT & REGISTRAR
Computershare
510 Burrasd Street, Vancouver, British Columbia, Canada V6C 3B9
LEGAL COUNSEL
| DuMoulin Black LLP
| 10® Floor, 595 Howe Street, Vancouver, British Columbia, Canada V6C 2T5

| AUDITORS
MacKay LLP, Chartered Accountants
1100 - £177 West Hastings Street, Vancouver, British Columbia, Canada VG6E 4T5

PRINTED IN CANADA

R —



African Metals Corporation

515 - 475 Howe Street, Vancouver, BC, V6L 283  Tek 604-684-4100 Fax: 604-684-5854
Website: www.africonmetals.com  E-mail: info@africanmetals.com

NOTICE OF ANNUAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN THAT the annual general meeting of the shareholders of African
Metals Corporation (the "Company”) will be held at 10" Floor, 595 Howe Street, Vancouver,
British Columbia, on Tuesday, October 30, 2007, at the hour of 2:00 P.M., Vancouver time, for
the following purposes:

1.

To receive and consider the report of the directors and the financial statements of the
Company together with the auditor’s report thereon for the financial year ended May 31,
2007.

To fix the number of directors at four.

To elect directors for the ensuing year.

To appoint MacKay LLP the auditors for the ensuing year.

To authorize the directors to fix the remuneration to be paid to the auditor.
To approve and ratify the Company's Stock Option Plan.

To transact such further or other business as may properly come before the meeting and
any adjournments thereof.

The accompanying information circular provides additional information relating to the matters to
be dealt with at the meeting and is deemed to form part of this notice.

If you are unable 10 attend the meeting in person, please complete, sign and date the enclosed
form of proxy and retum the same in the enclosed retun envelope provided for that purpose
within the time and 1o the location set out in the form of proxy accompanying this notice.

DATED this 2** day of October, 2007.

BY ORDER OF THE BOARD

“Willis W, Osborne”
Willis W. Osbome
CEO CFO and Director

L L)
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ANNUAL MEETING OF SHAREHOLDERS OF
AFRICAN METALS CORPORATION (the "Company")
TO BE HELD AT 10™ FLOOR, 595 HOWE STREET,
VANCOUVER, BRITISH COLUMBIA ON TUESDAY,
OCTOBER 30, 2007, AT 2:00 PM

The undersigned member (“Registered Shayeholder™) of the Company hereby appoints,
Willis W. Osbomne, 8 Director of the Campany, or failing this person, Michael F. Bolton, a
Director of the Contpany, or in the place of the foregoing,
as proxyholder-for end-on behalf of the Registered Sharcholder with the power of substitution™
1o attend, act and vote for and on behalf of the Registered Sharcholder in respect of all matters
that may properly come before the Mecting of the Registered Shareholders of the Company
and at every adjournment thereof, to the same extent and with the same powers as if the
undersigned Repistered Shareholder were present at the said Meeling, or any adjournment
thereof.

The Registered Sharcholder hercby directs the proxyholder to vote the securities of the
Company registered in the name of the Registered Sharcholder as specified herein,

Affix lobe! here

Proxy

Resolutions (For full detail of each item, please see the enclosed Notice of Mesting and

The undersigned Reglstered Sharcholder hereby revokes any prozy previously given to

attend and vote at sald Meeting.
SIGN HERE:

Please Print Name:

Date:

Number of Shares Represented by Proxy:

THIS PROXY FORM IS NOT VALID UNLESS IT IS SIGNED AND DATED.
SEE IMPORTANT INFORMATION AND INSTRUCTIONS ON REVERSE.
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African Metals Corporation

515 - 475 Howe Street, Vancouver, BC, V&6C 2B3 Tel: 604-634-4qu Fax: 604-684-5854
Website: www.africanmetals.com  E-mail: info@africanmetals.com

Request for Financial Statements

In accordance with securities regulations, shareholders are given the o
have their name added to the Issuer’s supplemental mailing list in order

pportunity to elect annually to

1o receive (i) annual financial

statements and MD & A and (ii) interim financial statements and MD & A of the Issuer. The
documents will be accessible under the Issuer's profile at www.sedar. com, However, if you wish to

receive any such mailings, please check the applicable box below.

I wish to receive annual financial statements and MD & A

I wish to receive interim financial statements and MD & A

O
O

COMPLETE AND RETURN THIS FORM TO:
African Metals Corporation
515 — 475 Howe Street
Vancouver, BC
V6C 2B3
NAME:
ADDRESS:
POSTAL CODE:
1 confirm that I am the BENEFICIAL owner of shares of the
Issuer. (Common/Preferred)
1 confirm that I am the REGISTERED owner of shares of the
Issuer. (Common/Preferred)
SIGNATURE OF _ _
SHAREHOLDER: '.- ICI l?ATE
cusp. - "oos287104 - S )

END




